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April 25, 2013

From: Wílliam T Fujioka

Chief Executive Officèr ~
MARTIN LUTHER KING, JR. HEALTHCARE CORPORATION -- AMêN'DMENt#2TÖ
THE SERVICES PLEDGE AND FUNDINGAGREêMêNT j

This is to adviSe your Soard-tnaf-consišteht Wiff-irfjol-åppfoVå~-the- Chiéf-i:xêcl.fiVe~----~~~~-'~
Officer (CEO). wil be executing. anah1endni~ntto..thè SeNicesPlèdse ánd..Funding
Agreement with the Martin Luther King, Jr. Healthca.re Corporation (MLK Healthcare) to
provide annual funding payments. in accordänce.with the Coordinatiön Agreement ..Per
the, Funging Agreement, first year funds. intlie amount of $10 million were made
available in Fiscal Year (FY) 2010-11. Subs:quently,funds are made available in
$10 millon annual payment amounts for four consecutive years (FYs2011-12 through
2014-15), provided that: funds are approvèd by your ßöärd thröugh thè Couhty'S annual
budget process; approval byCOUhty Counsèl.iS Óbtained prior to any such amèndhient;
and the CEO notifies your Board in writing 30'-days before execution of each
amendment.

ACTUAL EXPENDitURES -- FISCAL YEARS 2Ô1Ô..11ArlD 2011..12

The Funding Agreement calls for MLK HealtlicärèlÖprovidetothë County aêtual
itemized reports, with detail for expenditures in eXqeSs of$SO,OOO. MLK Healthcare has
submitted and the review of the first and sècond ahhual itertlizèd reports of all actual
expenditures has. been. completed (Attachments 1 and 2). The.CEO.. and Auditor-
Controller (A-C) have reviewed such reports to ensure they are consistent with thè
provisions of the Coordination Agreementand the requirements as prövided for ih the
Funding Agreement with MLK Healthcare.i

'To Enrich Lives Through Effective Ahd Caring Service"

Plet:se Conserve P;i/Jer- This C)ocutnenfärid Cd/Jie$are Two-Sidèd
Intra-County Correspondence Sent Electronically Only

-".~~~~--~-.~~,._-~~~~~~~-~-
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A summary of expenditures, by FY, includes:

Fiscal Year Total Expense PurbOse
2010-11 $ 26,457 Reflects services and supplies for consultant

services and lecial fees. (a) 

2011-12 $2,792,876 Primarily reflects services and supplies for
interim pèrsonnel and consultant servces. (b)

Actual Expend ¡tutes

(a) Refer to Attachment 1, minimal costs were incurred during this initial period.
(b) Refer to Attachment 2for additional information.

The costs incurred during the first two notèd FYs Were primarily assöciated with intèrim
personnel and consultants involved ih critical planning efforts. Somè key tasks and/or
milestones achieved by MLK Healthcare during the referènced timeframé include:

. Engaged an interim managèment team, composed of nationally recognized
consultants, for their expertise ih hospitalmanagenient, cliniCal o'perations, ând
accreditation and licensing, etc.;

. Created a fund raising Fouhdation to pursue the organization'S IOng-tèrni financial
sustainabilty, as well as to assist in the deveiopment of comrl1Uhity-based health
prevention and wellness programs;

. Facilitated. on-going . discussions . with ,UCLA leadership as they assume
responsibilities identified in the Coordination Agreement;

. Engaged in discusSionsahd planning with apprOpriate licensihg ehtities to ensure
adequate timing in advance of hospital opening; ahd

. Applied for 501(c)(3) status through the Internal Revenue Servit:e ahd adóPted

many of the required policies (e.g., charity care policy) to maintain compliance
with this status.

It should be noted that as the review prOcess was being established, the timing and
processing of actual expenditure reports for FYs 2010-11 and 2011-12 was delayed.
However, now that a process lias been dètermined, future actual reports will be
provided by MLK Healthcarewithin 120-days following the ehd of a FY. As such, it is
anticipated that the CEO and the A-C's review will be completed by Nóvember, with
information pr~vided to the Board bèfore the end of the calehdar year.

~ _,___.~._.,~~~.,__~_":~~~7___.____""~~_~~.~."'.____._""C-.'_~.~~-~~_~c _. . _ .,
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PROPOSED BUDGET. FISCAL YEAR 2012-13

Amendment #2 wil allow the CEO to provide the third âni1Üal paymeiit for start-up costs
under the Funding Agreement with MLK Healthcare for operatihg expenses änd to
continue efforts necessary for establishment Of the new private, hon-profit, Martin Luther
King, Jr. Community Hospital (MLKHospltal). ihethirdahhualpayment of $10 millon
is reflected in the County's FY 2012-13 Fin:al Budget. Amendment #2 also adds
language to the Funding Agreement to indiCate tliät ML.K Heâlthcare must include a
proposed budget for the use of County fundS and that the remaining contractual
requirements are fully in effect (Attachment3).

Consistent with the agreed upon budgèt próCêss outliried in the Fundihg Agreemeht,
start-up funds are transmitted to MLK Heälthcare aftèr rèceipt öffheir request fór
payment of the third anhualinstaiimèht of start-upfuiids (Attachment 4). The CEO has
conducted an initial review of the third annual installment request andconfirlted that it
is consistent with the Board approved agreements. Additiohally., during the next 30- 

davS. the CEO will work with the .A-C to conduct afiiialreview of the MLK Healthcare
request.

Fixed ASsets
E ui ment

Total

Summary Proposed Expenditures í=Y2012-13
Pro'ected Ex ense PUr ose

$ 537,500 Reflects costs associated with Chief Executive
Officer, Chief OperatirígOfficer/Chief Nursing

Officer, and Chief Information Technology
OffiCer. (c)

$12,170,572 Primarily reflects costs for interim staff and
corísultClt.servicés. (d)

$14,569,440 Reflects costs associated with information
technoló and medidal e . ui . ment. (e)

$ 27,277,512 This amount ri:flects prior year unspent roll-over
funds of $17.2 milion and the anticipated FY

2012-13 $10.0 millon installmént.
(c) Ri:fer to Attachment 4, page 5 and note that detailed information by position is not reflected

as MLK Healthcare is recruiting additional permanent personnel and negotiations are
underway.

(d) Refer to Attachment 4, page 6 and note thatdetailëd information for 
certain items in the

services and supplies category is not reflected as MLK Healthcare negotiations are underway
with vendors; and

(e) Refer to Attachment 4, pages 8 and 9.

Item
Salary and Employee

Benefits

Services and Supplies

The projected costs are primarily associated with key leadership personnel; critical
interim management staff and consultants; and crucial information technology and
medical equipment. Some key tasks and/or milestones which have been achieved as of
April 15, 2013, for FY 12-13, by the leadership and interinl team includes the follOWing

(refer to Attachment 5 for additional information):

. Received 501 (c)(3) tax-exempt status from the Interhal Revenuè Service;
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. Hired Chief Executive OffiCèr, Chief InfOrmation Offcer, and Chief Operations

Officer/Chief Nursing Officer with search under\ayfor Chief Medical Officer;

. Continued engagement with interim manägement team With expertise in
accreditation and licensing, clinical operatiOhs, community relations

development, cOhstruction and eauipment procurement pianning, finahcial
management, government relations and policy, human resources and labor
management, Information Technoiogy (IT), marketing and brandihg, medical staff
relations, and staff education (clinical and non-clinical);

. Developed pre'-opening and post-opehing financial projêctions for a fivè-year
time period; and

. Developed an integrated IT strategy and selècted ihformatiön systems based
upon required criteria development, best practices researCh, site visits, bid ahd
contract negotiations.

As previously noted, MLK Healthcare started FY 2012~13 with a $17.2I'illion roll-over
balance and they have submitted a FY 2012-13 proposed budget that includes the roll-
over and the addition of the $10 million installment. Year-to-date expenditures as of
March 31, 2013, are $13.3 million and MLK Healthcare projects completely expending
their total proposed FY 2012-13 budget of $27.2 million by the end of the FY. MLK
Healthcare is working closely with the Offce óf Statewide Health Planning and
Development (OSHPD) and has identified a timeline by which they must commence
pre-hospital opening activities. As such, the hospital's IT infrastructure, comprised of
servers and other key IT equipment must be órdered no later than June 1, 2013, in
order for MLK Healthcare to meet key mechanical, electricaL, fire änd life safety,and
structural elements which must be staged appropriately and are higlily time-sensitive.
An impact to any of the noted components wil impact the critical stäging process and
possibly the opening of the hospitaL.

Although MLK Healthcare has submitted a próposed budgêt in the amount of
$27.2 million, they project a funding need for i=y 2012-13 to be $41.8 million. The
County and MLK Healthcare continue to collaborate to idehtify funding sources for the
remaining amount of $14.6 million and ensure that the cash flow heeds for the
successful establishment of the MLK Hospital are met.

NEXT STEPS

Amendment #2 to the Funding Agreement has been reviewed and appróved as to form
by County CounseL. Upon completion of the 30'-day review of the
FY 2012-13 Proposed Expenditures, and consistént with Böärd approval of
March 8, 2011, the CEO will execute Amendmeht #2 by May 24, 2013.
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Our office will work with MLK Healthcare to provide actual expenditures for
FY 2012-13 by October 2013, to the County for review. The CEO änd A-C wil review
the actual expenditures to ønsure they are consistèht witl the provisions and

requirements of existing agreements and a report, targeted for December 2013, wil be
submitted to your Board.

As part of the County's commitmeht to provide MLK Hêaithcare withstârt-up fuhds, the
Funding Agreement identifies two additional $10 miHionihStallments payable in FYs
2013-14 and 2014-15.

Finally, opening of the new Martin Luther King, Jr. .Corfh1Ünity Hospital represents a
major County endeavor and we are approxiniatëly18-hionths from a t~rgeted opening
date of September 1, 2014. To keep your Board apprised of key milestones on items

such as construction, financing, and MLK Healthcare operatiohs, we will provide
quarterly reports, with the first report targeted for July 2013.

Please contact me if you have any questions, ùr your staff may cohtact
Loreto Maldonado at (213) 974-1395.

WTF:MLM
EB:hd

Attachments

c: Executive Office, Board of Supervisors

County Couhsel
Aud itor -Controller
Health Seriices

042513_HMHS_MSSfunding Amendment #2



ATTACHMENT 1

Martin Luther King Jr., Healthcare Corporation
Annual Itemized Expenditure Report for Use of Start-Up Funds

For the Fiscal Year July 1, 2010 - June 30, 2011

County
Funds (a) Expend jtu res Balance

Beginning Balance $ 10,000,000

Salaries and Employee Benefits

Services and Supplies

Physician contracts
Consultant Services

Medical Supplies and Pharmaceutical
Legal Fees
Audit, Tax, Accounting Fees
Insurance
Rent
Meals & Travel
Office Supplies
Training
Communications/Outreach and Rel~tions
Offce Equipment

Postage
Fiscal Intermediary Fees

Total Services and Supplies

26,134

323

26,457

$ 26,457
Total 2010-2011 Actual Expenditures

Total 2010-2011 Ending Balance $ 9,973,543

(a) Represents funding received from the County of Los Angeles per the terms of the S,ervices Pledge and Funding
Agreement.

_...s':~."-~"7~~._~~c:_~-~~~~---.~-.._~_,~'''~~_e---~~
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ATTACHMENT 3

SERVICES PLEDGE AND FUNDING AGREEMENT
REGARDING

THE NEW PRIVATE, NONPROFIT, MARTIN LUTHER KING, JR., HOSPITAL

AMENDMENT NO.2

THIS AGREEMENT is made and entered into this _ day of ,2013.

BY COUNTY OF LOS
politic, and asubd'
(hereinafter "C

ES, a body corporate and
f the State of California,

AND The Marti
Corpor
corpora

os Angeles Healthcare

benefit California

care").

WHEREAS, refer
"SERVICES PLEDGE AND
PRIVATE,NONPROFIT, MARTI
and further identified as Servj
!!Agreement"); and

ent entitled

o to amend the agreement to
third ann al installment of start-up funds
tablishing and maintaining an acute care

mpus of the closed Martin Luther King,
uth Los Angeles community, including

srserved populations; and

ent provides that changes may be made in the
mally approved and executed by the parties.

E, the parties agree as follows:

1. t shall be effective on the date of execution.

2. Paragraph A APPROVED
DISBURSEMENTS,

FUNDING. REQUESTS AND

a. Subparaqraph A 1 shall be revised to read as follows:

"Effective upon the execution of the Agreement, the County hereby agrees to
provide MLK Healthcare with the third annual installment of start-up funding in the amount
of Ten Millon Dollars ($10,000,000)."

HOA.953456. i 1



b. Subparaqraph A. 3 shall be revised to read as follows:

"To receive start Up Funds, MLK Healthcare must submit a request in writing to
county. The written request shall specify the amount requested (the aggregate of all such
requests wil not exceed the total Start Up Fund amount set forth in Section A.1, above),
and should also include a proposed budget developed by MLK Healthcare for the use of
such funds. Tlie County shall disburse. the requested amount to MLK Healthcare within
ten (10) days of County's receipt of the total Start-Up Funds set forth in Section A.1.,
above. In order to ensure prompt access to necessary fu ,MLK Healthcare shall have

the express right to request and retain funds in a prior year that it has budgeted to
use in a future fiscal year, subject to the provisions 0 E below."

/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/

3.
i

Except for the changes set forth
changed in any respect by this

e Agreement shall not be

HOA.953456.1 2
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IN WITNESS WHEREOF, MLK Healthcare has executed this Amendment, or caused it to
be duly executed by its authorized representative, and the County of Los Angeles, by
order of its Board of Supervisors, has delegated to its Chief Executive Officer the
authority to execute this Agreement on its behalf on the date and year written below.

"MLK Healthcare"
Martin Luther King, Jr.-

Los Angeles Healthcare Corporation

Date

"COUNTY"
County of Los Angeles

By

By
Principal Deputy

HOA.953456.i 3
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ATTACHMENT 4. -, . .
Martin Luther KingfJr. - LosAri'eles(ML~," LA) Hsalthc;~.reCorporation

12012 Complon Ave., 4th Flòor, Room 4-110
Lda Angeles, CA 90059

.~ t
. -i¡ ;;
~ ;.

Los !1ngelës County .VenoorNumber: :15816'701

March 2.7, 2.0iS
: ~..

1 r

i ilN\fQICE
, t

Rf: Thírd Annual Fljnding - Martli' .LlU~her King Ji'; ..Los Angeles (MLK- LA) Hèàlthcare
tiørporatioo

Los Ang.eles Ct)untyl Venø.orNuml:er: lS8161tl1
j ~

. !
~

Thl:fwl1olntl QQll9atitQnSQftl1e. Co..-- ,- '.
promi$e tø. p~O\Jtôe Qn~time
Ddtlars l$SØiO(JO,OQflJ tolle

in tli.eâmQunt of Ten MillionG)ø

yeaf'S be~iipn¡ng in JUly 15, 2010.
hospital.

.ty. .undar the Coørclinatiøri Agreementine:ludethe
u~ I"Lit'u::ìóg in l:he total ambUht of FiftMUli:ö11
.to thenon--profit: corporatlol1ol1Gfoannual ha$l~

($lQ;OOO,OQO) each .of tb!3 five conseèutive fiscal
. r the l1écêssary . expenses rëlàted to op'eningth~

RequestiI19ptiYn1Gnt as ôut.lnlád
Re .srdin t:hé New: Prite.
("t..nding Ägrcaßm'ent") exetu'ted ,dn
Arig~le$aì1.d .l\èrtiriLutbel'. "Kiii9, :Jl'.....

. 
11 t:H1w.profit . publiêbenèfilc:orp(íralíö

: I"

Start.. up Fundbi.g -"fl1irdânnuálinst_llntønt

Due within 1.0 days upOrt receipt . :

$lO,OOO¡QOO.OG

TOTAlÐUE $10,0.00,000.00
_._.- -- - _.. - -- -- - ---,.-_.._-....'--_._---'--

()..............~~...."".).~VV .
()f) -.il . riq,~~~..

eS:O JlY~p '- Lltt?

:) - J.-:~ ! j
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ATTACHMENT 5

MLK Accomplishments
FY 2013

Leadership
. Hired CEO, CLO and COO/CNO

. Search firm seeking CMO

. Recruiting Chief Quality Officer, Manager of Community Relations, HR
Director and Fii;ance Manager /Controller

. Added two new board members

. Added three new foundation board members

Financial and Operations
. Received 501c3 tax-exempt determination letter from IRS

. Engaged an interim management team with expertìse in accreditation and
licensing, clinical operations, community relatìons development,
construction and equipment procurement planning, financial management,
governi'nent relations and policy, human resources and labor management,
IT, marketing and branding, medical staff relations, and staff education
(clinical and non-tlinical)

. Completed independent Feasibilty Study

. Developed pre-opening and post-opening financial projections for a five-year
time period

. Developed pre-opening funding plan with County DHS and CEO office for
shortfall ~

. Developed a detailed operating plan

. Submitted plans for OB expansion and MRI installation to OSHPD

. Selected furnishings, fixtures, and equipment for the Hospital

. Obtained additional insurance coverage

. Established relationships with Department of Public Health Licensing &
Certification

Capital Equipment/Systems
. Developed an integrated IT strategy and selected information systems based

upon required criteria development, best practices research, site visits, bid
and contract negotiations

o Cerner IT System for Electronic Health Record

o Lawson Management System for financial/human resources
o Phillips Imaging Suite (MRI/CT /radiology)

o Hil Rom Smart Beds

o Electronic bed side Patient Education

. Received our first delivery of equipment for the Hospital in late March, 2013

Medical Staff Development
. Completed plan for hospital-based physician staffing in collaboration with

UCLA



. Drafted clinìcal service agreements with UCLA for: Pathology, Anesthesiology,

Radiology and Urology

StrategIC
. Completed Physician Needs Assessment and Environmental Assessment for

SPA6
. Completed FQHC Clinic/Patient Needs Assessment
. Implemented MLK Brand identity; new logo, em ail, website
. Increased engagement with the South Los Angeles community and other key

stakeholders (e.g., federally qualified: health centers, other community-based
groups) through numerous in-person meetings and regular, on-going
communication

. Developed relationships with key financial advisors, including banking and
investment managers

Foundation and Fundraising Activities
. Established and obtained 501c3 status for MLK Community Health

Foundation, hired leadership, and beganfundraising
. Raised $4 milion dollars for Foundation start-up funds, OB expansion project,

and Hospital pre-opening costs
. Awarded two $250,OOOgrantsfor care integration with the SSC
. Developed and submitted a proposal for grant funding to support business

planning for a Hospital educational center
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